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Federal Acquisition Regulation 3.601 

statute in its own operations and di-
rect business relationships (e.g., com-
pany ethics rules prohibiting kick-
backs by employees, agents, or sub-
contractors; education programs for 
new employees and subcontractors, ex-
plaining policies about kickbacks, re-
lated company procedures and the con-
sequences of detection; procurement 
procedures to minimize the oppor-
tunity for kickbacks; audit procedures 
designed to detect kickbacks; periodic 
surveys of subcontractors to elicit in-
formation about kickbacks; procedures 
to report kickbacks to law enforce-
ment officials; annual declarations by 
employees of gifts or gratuities re-
ceived from subcontractors; annual em-
ployee declarations that they have vio-
lated no company ethics rules; per-
sonnel practices that document uneth-
ical or illegal behavior and make such 
information available to prospective 
employers); and 

(2) Cooperate fully with any Federal 
agency investigating a possible viola-
tion of the Kickbacks statute. 

(j) Notwithstanding paragraph (i) of 
this section, a prime contractor shall 
cooperate fully with any Federal Gov-
ernment agency investigating a viola-
tion of 41 U.S.C. 8702 (see 41 U.S.C. 
8703(b)). 

[52 FR 6121, Feb. 27, 1987; 52 FR 9989, Mar. 27, 
1987, as amended at 53 FR 34226, Sept. 2, 1988; 
60 FR 48235, Sept. 18, 1995; 61 FR 39191, July 
26, 1996; 62 FR 235, Jan. 2, 1997; 71 FR 57380, 
Sept. 28, 2006; 75 FR 53131, Aug. 30, 2010; 79 FR 
24196, Apr. 29, 2014] 

3.502–3 Contract clause. 
The contracting officer shall insert 

the clause at 52.203–7, Anti-Kickback 
Procedures, in solicitations and con-
tracts exceeding the simplified acquisi-
tion threshold, other than those for 
commercial items (see part 12). 

[60 FR 48235, Sept. 18, 1995, as amended at 61 
FR 39190, July 26, 1996] 

3.503 Unreasonable restrictions on 
subcontractor sales. 

3.503–1 Policy. 
10 U.S.C. 2402 and 41 U.S.C. 4704 re-

quire that subcontractors not be unrea-
sonably precluded from making direct 
sales to the Government of any sup-
plies or services made or furnished 

under a contract. However, this does 
not preclude contractors from assert-
ing rights that are otherwise author-
ized by law or regulation. 

[50 FR 35475, Aug. 30, 1985, and 51 FR 27116, 
July 29, 1986; 79 FR 24196, Apr. 29, 2014] 

3.503–2 Contract clause. 

The contracting officer shall insert 
the clause at 52.203–6, Restrictions on 
Subcontractor Sales to the Govern-
ment, in solicitations and contracts ex-
ceeding the simplified acquisition 
threshold. For the acquisition of com-
mercial items, the contracting officer 
shall use the clause with its Alternate 
I. 

[74 FR 11832, Mar. 19, 2009] 

Subpart 3.6—Contracts With Gov-
ernment Employees or Orga-
nizations Owned or Controlled 
by Them 

3.601 Policy. 

(a) Except as specified in 3.602, a con-
tracting officer shall not knowingly 
award a contract to a Government em-
ployee or to a business concern or 
other organization owned or substan-
tially owned or controlled by one or 
more Government employees. This pol-
icy is intended to avoid any conflict of 
interest that might arise between the 
employees’ interests and their Govern-
ment duties, and to avoid the appear-
ance of favoritism or preferential 
treatment by the Government toward 
its employees. 

(b) For purposes of this subpart, spe-
cial Government employees (as defined 
in 18 U.S.C. 202) performing services as 
experts, advisors, or consultants, or as 
members of advisory committees, are 
not considered Government employees 
unless— 

(1) The contract arises directly out of 
the individual’s activity as a special 
Government employee; 

(2) In the individual’s capacity as a 
special Government employee, the in-
dividual is in a position to influence 
the award of the contract; or 

(3) Another conflict of interest is de-
termined to exist. 

[55 FR 34864, Aug. 24, 1990] 
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